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IN RF.: ANNI'Al, RFYIEW OF PURCHASKD ('AS ADJUSTIVIENT tie I'AS

6 PURCHASINI, " POLICIES OF SOUI1 H CAROLIiVA ELECTRIC AND CAS

7 COWIPAIVY

9 (P. PLKASI' STA I'K YOLR NAiIE, BUSINFSS ADDRESS AND

10 OCCUPATION.

11 A. 'My name is Roy H. Barnctte. My business address is 1401 Main Street

12 Suite 900, Columbia, South Carolina 29201. I am employed by the South Carolina

13 Ofttce of Rct.ulatory Stall I ORS ') as an Audit '.Aana er.

14 Q. PLEASK STATK YOIIR FDIICATIONAL IIACKCROUND AND

15 FXPFRIF.NCF. .

I () A. I'olloivinu a sir( year enlistment in the Ulnitcd Stat»s Marine Corp» I

received a H S. Dcurcc in Husiness Administration 3vith a major in Accountintt

21

3

trom the I;niversity of South Carolina in 19611. I rom 19611 to 1971. I tvas emplo)»d

3vith S.D. I »idcsdorf and Company a national CPA hrm in Charlotte. '%orth

Carolina. In 1972 I entered th» private business sector. 3vhere I vvas employed by

Havnal Huilders Supply Company Inc. here in Columbi;I servinLJ as Senior Vice

President and Chiel I inancial OIIicer lrom 1972 tmtil September 1999. I-rom

S»ptember 1999 until December 2004, I 3vas cntployed as a member of the Audit
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I Staff of thc Public Service Commission ofSouth ('arolina ( ('ornmi»»i&&n 1 &@here I

participated in cti»es involving& thc r«g&ulation of gas. &rater and v, astc&vater

ci&illpani«». In Jaliiiary (105. I began Illy clliplocillciit &vith th«()RS.

Q. YYHAI IS 'I'HK PLRPOSK ()F Y()I!R I FSI'IIIOVY I'.))IYOI.YIVG SOIITH

( AROLI &I A I:LK("I1&I(.
' 8' ('AS ("0%1PAVY. I 1&&G, IN THIS 1)OCKKT".

In Docl «t No. 87--1 6-(i Order No. N7-f(')N. Jated August l4. 1987. th»

7 Commis»ion instituted an annual examination of the Vurchascil Gas Adjustmcnt

("VGA" 1 and Gas I'urchasing Policies of South ( arolina I=lcctric &&& Gas ('ompany

(-SCI-a(V or thc "( ornpany" I. In accordtmcc &cith the above referenced order. the

10 ()RS AuJit Stall has esan)iiic&l thc ('ompany s '0» costs for the revic&), peri&)d ol

Au ust I 200) throu h July ~ 1. 2010 I h«purpose of my testilnoil) i» to present

()RS Audit DcpaItiliciit s lifidlili's iuld fccoillnlcn Jatloiis I esulting front oilf

13 examination &&I th«('ompany's I as costs for this perio J.

ld Q lYHAT ARK I(IK MOSI' RK("FVT COST OF CAS FA(."I'ORS FH.FI)

16 IYITH THIS GO~I)bl ISSION'!

16 A. In VG')& Docl ct No. 2006-6-G, Order No. 2006-67&). Jated Noveinbcr 13.

17 2006, tl'ic ( oil)pal)y &&s)s at)flin)i/c&l, iificr proper notification to the ('ommission

()1(S ai)J the South ( arolin;i I ncrg&y L.scr» ('ommitt«e ("SC11.(""),as sct forth in

the Sciil«ale)it Agi«cnlcnt. Io adjust it» cost ol gas fitctol» oi) 0 11M)nthfy bast» foi

2()

21

material dillerenccs ol $0.01 per therm or more in an) cost of giis factor be !inning

wvith thc first billing cycle of each month. In Docket No. 200')-6-Cr, ()rJer No.

200&1-910 dated l)cceniher 2'), 200') tile amount design;it&'. d ii» a "material

dillerence" &ea» increa»«d from an &)mount c&lual to or reat«r th;in $0.01 p«r them)

'I'III: OI'I'ICF OF RF(;I:LATORY STAFI'
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to an amount greater than $0.04 per therm. During the rcvicvv period these factors

were adjusted during the months of August September October and December of

2009 and January April and May of 2010. The Company Demand Cost of Gas

Factors (' DCOG") and Commodity Cost of Gas Factors (' CCOG") were as listed

below:

DCOG Per Therm As of Julv 31 2009 As of Julv 31 2010

10

Residential

SmallMed. General Service

Large General Service

CCOG Per Therm

$0.17304

$0.11630

$0.21111

$0.58152

$0.72160

$0.17860

$0.29200

$0.47717

11 Q. DID ORS CONDUCT AN EXAMINATION OF THE COMPANY'S

12

13 A.

16

(OVER)/UNDER REVEVUE COLLECTIOV CALCULATIONS?

Yes. ORS has examined the Company's Cumulative (Over)/Under

Collection calculations for the review period ended July 31 2010 and traced

anlounts to the bool s and records of the Company and to supporting

documentation.

17 Q. IN CONNECl ION iVITH YOUR TESTIMONY, DID YOU PREPARE, OR

18 CAUSE TO BE PRFPARED, CERTAIN EXHIBITS?

19 A. Yes. Audit Exhibit RHB-1 through Audit Exhibit RHB-5 are attached to my

20 testimony.

21 Q. PLEASE EXPLAIN THF. FORMAT USED IN AUDIT EXHIBIT RHB-1.

A. Audit Exhibit RHB-1 presents the Company's Cumulative (Over)/Under

Collection calculation by month for the review period ended July 31.2010.

THF. OFFICE OF RE('ULATORY STAFF
l401 %lain Street, Suite 900

Columbia, SC 29201
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~ Column (I) represents total I'irm Commodity Costs.

~ Colulnn (2) contains the Firm Sales 'I'herms.

~ Column (3) calculates the Commodity Cost per 'I hetfm by dividing the 'I otal

Firm Commodity Cost shov n in Column (I) by Total I'irm Sales Therms

shown in Colulnn (2).

~ Column (0) is the Billing Commodity Cost per Therm or the actual rate billed

by SCEScG to its firm customers as commodity cost. These billing costs per

therm were adjusted in accordance v ith Order No. 2006-679.

10

~ Columl'1 (5) shows the dif'f'ercnce between the actual cost per therm and the

billing cost per therm.

12

17

~ Column (6) reflects the Commodity (Over)/I. .lndcr Collection for each month

which is calculated by multiplying the volume in Column (2) by the

Difference in Column (5) and includes the calculation of recoverable carrying

costs associated with Commodity (Over)/Under collection. Additionally,

Column (6) reflects. on a monthly basis, the commodity cost of gas

associated with accounts deemed uncollectible, as approved by Commission

Order No. 2006-679 dated November 13, 2006.

18

21

27

~ Column (7) presents the Demand Cost (Over)/Under Collection component

which is calculated on Exhibit REIB-2, and the calculation of the recoverable

carrying costs associated v ith the Demand (Over)/Under collection.

Additionally. Colulnn (7j. beginning in December 2009. contains the unbilled

revenue adjustments approved in Commission Order number 2009-910 and

v hich are discussed later in my testimony.

THF. OFFICE OF RFCLILATORY STAFF
f401 Main Street, Suite 900

Columhia, SC '29oOI
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~ Column (II) presents supplier and Cotnpany corrections and adjustmcnts.

subsetfu«ntly verified by OILS.

~ Column (9) presents the l otal 'Monthly (Over). 'I!nder Collection ivhich

sutIllllarizcs thc ctlrrcllt tnonth (ovcl) or under collection and any prior month

adjustments posted in the current month.

6 ~ Column (10) shoivs the Cutuulative (Over)'Lindcr Collection balance by

month and at thc etld of thc review period.

Q. PLKASK KXPI AIN THK CALCI ILATION OF CARRYING COST.

9 A. In accordance wvith Order No. 2006-679. carrying cost is computed using

10 th» rate of interest as of thc I!rst day ol each month for IO-&ear I..S. Government

11 Treasury Bills plus an all-in spread of 65 basis points not to exceed 6'i&& and shall

not be applied to (Over)'Lnder-Collection balances in excess of $20 million. I bc

computed carryin& costs for both Commodity and Demand are shown by month in

14 Columns 6 and 7 respectively. ol Audit Fxhibit RHB-1. These carrying costs have

been recalculated and the rates verif!ed to those published in thc 6 all Street Journal

16 on thc I!rst day of each month

17 Q. ARE TIIKRE ANY AI)l)ITIONAI FACTORS INC I L!I)KI) IV Al Il)IT

18 EXHIBIT RHB-I WVIIICII AFFECT THK (OYER)/IJNI)KR

19 CALCIJLATION FOR THIS RKYIKW PKRIOI)?

A. Ycs. In Docket No. 2009-5-Ct Order No. 2009-910 dated December 29

21 2009 the Commission approved thc Company recommendation to convert the PC&A

administration process from a cycle-lllonth sales calculation basis to a calcndar-

23 month sales calculation basis. Pcr thc Order thc actual credit balance in thc

1'HE OFFI(.F. OF RF( L&LATORY STAFF
140 l Muiu Street, Suite 900

('oluu&hia& S(' 2920l
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Company's unbilled gas cost adjustmcnt account of ($14.761,832) as ol November

30, 2()09 was applied to the PC&A under collection calculation beginning with the

first billing& cycle of.January 201(J, as shown in Lxhibit Rkll3-l. In accordance with

thc Or(fer. , referenced above, the initial credit (md all luture monthly adjustments

were applied to thc d»mand component ol the cost of gas factor.

6 Q. DL!RINC," THV. REVIEW' PFRIOD, WHAT WKRK 'I'HE 1'O'I'AL CAIGCYINC'

COS I'S AND IJNCOLLEC'I'IBLIr, ('AS COS1'S INCLIJDED IN 'I'Hlr.

(OVER)/IJNDIr'. R COLLECTION CALCIJLA1'ION?

The total carrying costs and uncollectible gas costs recorded during this

10 rc~ icw period were ($380,13 1 9) and $341.429, respectively.

11 (P. WHA I' WAS THK CIJMlJLA1'IVIr: (OVER)/IJNDIr;R COLLEC1'ION

12 IIALANCK A I' 1'HV. END OF 1'Hl. RFVIKW PVRIOD?

13 A. The total over collection at the cnd of the review period is ($ I 3,551,64()).

14 Q. PLVASV. I'.XPLAIN AIJDI'I' FXHHII1' RHB-2.

This exhibit shows the calculation of the k)en)and Cost (Over)/binder

16 Recovery by month, by customer class.

17

19

20

21

Nct 1'irm Capacity Charges, Line (1) amounts arc allocated to tlte three

customer classes. 1'or the months of August 2009 through Decernbcr 2009 the

amounts wcr» allocat»d usingr the percentage;tllocation approved by th»

Commission in Order No. 20011-546. Lffective .January 2010 thc allocation

percentages were changed in 'tccordance with, Order No. 2009-910.

22 Line (2) contains the Actual Sales Therms for thc period reported by class of

03 customer.

THF. OFFIC'F ()I' Rl'. (It!I,A1OItv 5'I'AFF
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Line (3) presents the Actual Demand Charges per Therm by customer class

and is a calculation of the Net 1-irm Capacity Charges on Line (1) divided by

the Actual S iles Therms on l. inc (2).

Line (4) presents the Projected Charges per Therm by customer class as

adjusted monthly by the Company filin ~s ivith the Commission, ORS and

SCEUC.

~ Line (5) is the Difference between Actual Demand Charges pcr '1'hcrm and

Projected Charges per Therm by customer class.

~ Line ('6) contains the Actual Sales Therms, f'or the period, reported by class of'

10 customer.

17

13

14

~ Line (7) represents the (Over)/(Jnder Demand Charges, by customer class,

calculated by multiplying the demand cost differences calculated on I ine (51

by the sales volumes shoivn on Line (6). The totals shov'n on Line (7) are

then carried f'orv"ard, bv month, to Column (7) on Audit Exhibit RHB-1.

15 Q. 5'(r'HAT ES INCLUDED ON AUDIT EXHIBIT RHB-3?

17

20

71

22

23

Audit Exhibit REIB-3 shoivs the detail of gas held in pipeline stor;ige du~ing

the rcvicv period. ORS has verified injections and vvithdraivals. by month, for each

of'the stor, ige fields on thc Southern and Transco interstate pipclines. The Southern

system's Customer Storage Service ("CSS")has tv o f'acilitics: Muldon, located in

Prairie County, Mississippi and Hear Creel&, located in Hienville Parish. Louisiana.

1'he Transco system has four facilities: General Storage Service ("GSS") located in

Potter and Clinton counties, Pennsylvania; 1-;minencc Storage Service ("'ESS")

located in Covington County, Mississippi; a Liquefied Natural Gas Storage Service

THE OFFICE OF RECLILATORY STAFF
I401 Main Street, Suite 900

Columhia, SC 2920l
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(-L(iA") located in (.arlstadt, Nc« Jersey: and washington Storage Service

("XVSS' ) located in St. 1 andry Parish Louisiana. 1'or the period under rcv ievv. Iotal

storage injections «cre 4.398.828 dckatherms at a total cost of $19.734,$44 «:hich

converii Io an average injection rale of $4.49 per dckatheiaii. IVithdra«als totaleJ

4.06!284 dekatherms at a total cost nl $24 323 %0 «hich converts to an average

«ithdra«al rate ol $i.9N pcr Jekathcrm. Total pipeline stora& e inventory at July 31

2010 equaled 3 913 726 dekathcrms «:ith a total cost of $20 938.755. or a «eighted

average cost of $i.3i pcr dekathcrni.

9 Q. IVHAT IS IN( I.IJI)ED ON AI I I)IT EXHIBIT RHB-4".

10 A. .Audit l=ithibit RHB-4 details by month total I N(I invcntorv activities for

the Sallcv and Bushv I'ark lacilities. ORS has verified these imcntorics to thc

12 book» and records ol thc Company. including inventory records. fhesc inventories

13 are reported on a onc thousaiid cubic lect ( lvICI.
'

) basis. Ibis exhibit summarizes

all the activitv aflecting inventory includin«boil-off vaporization. liquetaction

volllille tfailsters betvvecil facilitics gas lost to atmosphere. volume adjustmcnts.

transportation expenses and direct coits capitalized. Capitalized costs ai both

17

19

20

tacilities consist niostly of citpenscs associated «ith thc liquctaction capability at

the Bushy Park facility, some ol «hich arc allocated to Salley based on the ratio ot

volume transporteJ to Salley «hen applicablc. 1 iN(i inventory on .lulv 31. 2010

totaled 1 &91 701 I(ICE at a total cost ot $10.473.406 or a vvcighted average rate ol

$7 5).

23
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I Q iYHAT IS INCI. UDFD ON AUDIT I)XHI BIT RHB-S".

vote u oru

Audit 1'.xhihit Rl II3-5 details th» results of the ( ompany s hedging program

lor the period under reviexe. In Order No. 2006-6ir). Ihe ( ommission authorized

4 S( I:PC&'s establishment and implementation of a fmancial hcdgiti&' program. 1 hc

results as shoxxn in this exhibit. are reflected in &*ains or losses on a monthlx. basis

net ol brohcrag» fees commissions and related expenses. I he results of the

purchases and:i&r sales ot these transactions xucrc xcrified. on a test basis. hy tracirig

them to the broker statements in detail. 1 he operation ol thc hedgin program Rir

the rcvictx period resulted in an increase in the cost of as in thc;imount of

11) 511) 6&)6 0

11 Q lYHAT ARF. ORS'S FINDIN(;S Rl;(;ARDIN(; SCFS;( S ('AS (:OSI'S".

12 A. 13ased on the examination, it is the opinion ol ()RS that gas costs arc

accurately statcil and that amounts slultvn lhirly represent thc (.'ompany s cosls

1-1 incurred for th» period Auoust 200'I through luly 2010

ll Q. DOIIS I HAT('ON('I. UDF YOUR 1 FSTIhlONY".

16 A. Yes it docs.

TI)E OFFI(. F. OF Itl;I;t(I,A1't)RY S IiAI F
14()1 %loin Street, Suite ntt()
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